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Overview

Executive Summary

From September to December 2019, the National 
Conference on Public Employee Retirement Systems 
(NCPERS) undertook a comprehensive study exploring 
retirement practices of the public sector. In partnership 
with Cobalt Community Research, NCPERS has collected 
and analyzed the most current data available on funds’ 
fiscal condition and steps they are taking to ensure fiscal 
and operational integrity. 

The 2019 NCPERS Public Retirement Systems Study 
includes responses from 155 state and local government 
pension funds with more than 12.6 million active and 
retired members and assets exceeding $1.4 trillion in 
actuarial and market value. The majority (62 percent) 
were local pension funds, while 38 percent were state-
wide pension funds. 

NCPERS  is the largest trade association for public-sector 
pension funds, representing approximately 500 funds 
throughout the United States and Canada. We are a 
unique network of public trustees, administrators, public 
officials, and investment professionals who collectively 
oversee nearly $3 trillion in retirement funds managed on 
behalf of seven million retirees and nearly 15 million 
active public servants - including firefighters, law 
enforcement officers, teachers, and other public servants.

Founded in 1941, NCPERS is the principal trade association 
working to promote and protect pensions by focusing on 
advocacy, research, and education for the benefit of 
public-sector pension stakeholders.

To access the interactive 2019 NCPERS Public Retirement 
Systems Study dashboard, please contact Amanda Rok, 
communication and social media manager, at 
Amanda@NCPERS.org. 

To view previous editions of this report, please visit 
www.NCPERS.org/surveys. 

About Cobalt Community 
Research

Cobalt Community Research is 
a nonprofit research coalition 
created to help governments 
and other nonprofit 
organizations optimize value to 
their constituents. Cobalt 
provides high-quality tools to 
help them measure, 
benchmark, and manage their 
efforts through geofencing, 
population segmentation, and 
affordable evaluations. Cobalt 
is headquartered in Charlotte, 
Michigan.
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Over the last nine years, 
funds continue to take a 
serious look at the 
concerns and challenges 
that face public 
pensions. They continue 
to take serious actions 
to address them.
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About 69 percent of responding funds 
have members who are eligible for 
Social Security, and 31 percent have 
members who are not eligible. In this 
report, breakdowns are presented for 
plans by their members’ Social Security 
eligibility.  Funds whose members are 
not eligible for Social Security tend to 
offer higher levels of benefits to make 
up for the loss of income typically 
supplemented by Social Security. 
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Inclusion of overtime in the calculation 
of a retirement benefit has been an 
area of interest to public funds. 
According to the 2019 study, 55 
percent of respondents do not include 
overtime in the benefit calculation, 
which is 6 percent more than last year.

While 63 percent of respondents note 
that they are not having a problem 
attracting and retaining skilled staff as 
people retire, about 27 percent are 
starting to experience or anticipate a 
problem in this area. 

The ability for board members to 
participate and vote by phone has 
slipped from 69 percent in 2018 to 58 
percent. When looking only at funds 
that participated both years, the 
decline was only about 2 percent.

About 72 percent of funds do not think 
the Supreme Court case regarding the 
power of labor unions to collect fees 
from non-union members will have an 
impact on them.

Members’ Social Security Eligibility

Includes Overtime in Benefit Calculation

Call and Vote via Conference Call

Impact of Janus v AFSCME Council 31 Case

Attracting/Retaining Skilled Staff
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The study asked respondents, “How satisfied are you with your readiness to address retirement trends and 
issues over the next two years?” Respondents provided an overall “confidence” rating of 7.9 on a 10-point 
scale (very satisfied = 10). This is slightly below the 8.1 reported last year and well above the 7.4 in 2011. 
Funds that also responded to last year’s study saw an increase in confidence from 8.0 to 8.1.

Over the last nine years, responding funds have generally become increasingly confident in their ability to 
adapt and address issues in this volatile environment surrounding public pensions. 

Responding funds have been proactive in making changes to their plan assumptions and benefits to ensure 
sustainability. 

Social Security-eligible and non-eligible funds rated this question 7.9 and 8.1, respectively. Funds with 10,000 
to 100,000 participants rated this question 7.6.

Fund Confidence

7

Fund Confidence
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The overall average expense for all respondents to administer the funds and to pay investment manager fees 
is 55 basis points (100 basis points equals 1 percentage point). This is down from 60 basis points in the prior 
year. 

According to the 2019 Investment Company Fact Book, the expenses of most equity funds average 55 basis 
points and those of hybrid funds average 66 basis points.

The top graph shows the distribution of total expenses (in basis points) on the vertical axis and the size of the 
fund (by total participants) on the horizontal. The red line represents average expense.

The bottom graph shows average administrative and investment expenses. Note: The averages below do not 
total the average expense above because not all funds reported both investment and administrative 
numbers.

Expenses

8

2019 Total Fund Expense by Fund Size

2019 Study Fund Expenses (Basis Points)
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The graphs below show expenses separated by funds eligible for Social Security and those not Social Security 
eligible. Total expenses in basis points were 57 and 63, respectively. Administrative expenses were above last 
year’s level for non-Social Security-eligible funds. 

Fund Expenses: Social Security Eligible

9

Fund Expenses: Not Social Security Eligible
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Retirement funds utilize a long-term planning horizon to ensure liabilities are fully funded at the time they 
are due to be paid. To help set contribution rates and measure progress toward meeting their financial 
obligations, funds make actuarial assumptions to estimate what investment and demographic experience 
is likely to be over that time horizon.

Such assumptions have powerful effects on the funded level of a plan and what the required 
contributions will be to pay for future benefits. Assumptions that are overly optimistic (high market 
returns, lower-than-expected retirement rates) tend to increase a plan’s funded level and reduce the 
contribution rates an employer is obligated to pay today. Conversely, overly pessimistic assumptions 
reduce the funded level and increase short-term contribution rates. 

The average assumed rate on investment return for responding funds is 7.24 percent, compared with 
7.34 percent last year. Plans that responded both years saw the 
assumption fall 0.05 percent to 7.25 percent.

The aggregated inflation assumption is 2.8 
percent, which is about the same as last year. 

Actuarial Assumptions
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Investment Assumptions

Inflation Assumption
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Pension funds are designed to fund liabilities over a period of time, which ensures long-term stability and 
makes annual budgeting easier through more predictable contribution levels.

For responding funds, that period of time averages 22.4 years, which is the same as last year. 

Groups can tighten their amortization period by 
adjusting the period in years or using a fixed (or 
closed) method, which pays all liabilities in a fixed 
time frame.

Open (or rolling) amortization periods are used to 
determine the actuarially required payment, but they
are recalculated each year. The same number of 
years is used in determining the payment each year. 
Overall, the percentage of closed/fixed funds fell 
from 73 percent to 67 percent; however, funds 
participating in both survey years show a steady use 
of 73 percent.

Larger funds are much more likely to have closed/
fixed amortization periods.

11

Amortization Period

Type of Amortization Period
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The investment-smoothing period is a key factor in calculating the assets currently held by the fund 
and the contribution levels required to continue moving toward full funding over the amortization 
period. By smoothing investments, funds are able to dampen sharp changes in short-term investment 
returns. This helps stabilize contribution levels over time without undermining the long-term integrity 
of the funding mechanism.

The average investment-smoothing period for respondents rose to 5.3 years from 5.1 years last year, 
but it remained at 5.2 for respondents to both the 2018 and 2019 studies.  The distribution of 
responding funds on the graph below shows the majority smoothing periods of five years or less. For 
Social Security-eligible funds, the smoothing period averages 5.5 years. Non-Social Security-eligible 
funds have an average smoothing period of 4.7 years.

12

Investment Smoothing
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Trends in Plan Changes

As changes emerge in the political, economic, and demographic landscape, funds are adapting their design 
and assumptions to respond and to maintain the sustainability of the funds. It is important to note that 82 
percent of all responding funds are considering lowering or have lowered their actuarial assumed rate of 
return, and 51 percent are implementing or considering higher benefit age/service requirements. Raising 
employee contributions continues to be a prominent strategy as well.

13

2019

2018
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Trends in Retirement Benefits
There is minimal activity in terms of responding funds considering offering additional benefits to their 
members. Most funds provide a disability benefit, an in-service death benefit, and some variation of a cost-
of-living adjustment (COLA). Overall, nine percent fewer respondents are offering a defined-benefit (DB) 
plan; however, funds responding in 2018 and 2019 show a slight increase year over year.

14

2019

2018
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The top chart shows the distribution of funds offering various percentages of cost-of-living adjustments 
(COLAs). The aggregated average COLA offered to members was 1.6 percent, which is slightly lower than in 
2018. Many responding funds did not offer a COLA in the most recent fiscal year.

Funds with members who are not eligible for Social Security tend to offer higher cost-of-living adjustments 
(2.1 percent) than those with members who are eligible for Social Security (1.4 percent).

15

Cost-of-Living Adjustments

Overall Cost-of-Living Adjustment Offerings

Social Security Eligible Not Social Security Eligible
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Trends in Business Practices
Conducting a death audit, updating administrative software, and updating/strengthening an asset allocation 
study declined in the respondent population overall; however, funds that responded in both survey years 
show those areas as stable.  Funds also have increased implementation of an employer/reporting unit 
satisfaction assessment and an actuarial audit. 

16

2019

2018
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Trends in Engagement
In 2019, the three largest activities remain notification of updated handbook/summary plan descriptions, 
expanding retirement planning education for members, and developing staff talking points on key issues. 
Conducting a member satisfaction assessment has grown by 6 percent.  The activity being considered by the 
most plans is conducting online educational sessions for participants.
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2019

2018
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Trends in Communication
For funds that responded to both of the past two surveys, communication capabilities are very similar to 
2018, with a slight decline in use of Facebook and Twitter.  Overall, responding funds also showed a decline 
in sending postcards to home addresses and sending e-mail messages to the entire membership.

18

2018 Communication Capabilities

2019 Communication Capabilities
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Trends in Oversight Practices
Overall, responding funds showed a slight decrease in the use of several oversight practices; however, 
among funds that responded in both years, most practices increased slightly compared with 2018. This is 
especially seen in board adoption of written fiduciary standards, which rose by 7 percent.
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2019

2018
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Reporting funds saw, on average, one-year returns around 4.5 percent. The five-year and 10-year average 
returns also hovered near or above the assumed rate of return, and the 20-year returns are generally 
outperforming the assumed rate of return. Funds responding in both years report five-year and 20-year 
returns just below the assumed rate of return, and 10-year return slightly above.

It is important to note not all responding funds have the same fiscal year-end date. The timing of fiscal 
year-end accounts for significant difference in investment experience between funds. Funds that have a 
December fiscal year-end date saw one-year returns much lower than those closing at other times.

Investment Returns

2018 Study Investment Returns

2019 Study Investment Returns
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The views expressed herein are those of Asset Consulting Group (ACG). They are subject to change at any time. These views do not necessarily reflect the opinions of any other firm.

This report was prepared by ACG for you at your request. Although the information presented herein has been obtained from and is based upon sources ACG believes to be reliable, no representation or
warranty, express or implied, is made as to the accuracy or completeness of that information. Accordingly, ACG does not itself endorse or guarantee, and does not itself assume liability whatsoever for, the
accuracy or reliability of any third party data or the financial information contained herein.

Certain information herein constitutes forward-looking statements, which can be identified by the use of terms such as “may”, “will”, “expect”, “anticipate”, “project”, “estimate”, or any variations thereof. As a
result of various uncertainties and actual events, including those discussed herein, actual results or performance of a particular investment strategy may differ materially from those reflected or contemplated in
such forward-looking statements. As a result, you should not rely on such forward-looking statements in making investment decisions. ACG has no duty to update or amend such forward-looking statements.

The information presented herein is for informational purposes only and is not intended as an offer to sell or the solicitation of an offer to purchase a security.

Please be aware that there are inherent limitations to all financial models, including Monte Carlo Simulations. Monte Carlo Simulations are a tool used to analyze a range of possible outcomes and assist in making
educated asset allocation decisions. Monte Carlo Simulations cannot predict the future or eliminate investment risk. The output of the Monte Carlo Simulation is based on ACG’s capital market assumptions that
are derived from proprietary models based upon well-recognized financial principles and reasonable estimates about relevant future market conditions. Capital market assumptions based on other models or
different estimates may yield different results. ACG expressly disclaims any responsibility for (i) the accuracy of the simulated probability distributions or the assumptions used in deriving the probability distributions,
(ii) any errors or omissions in computing or disseminating the probability distributions and (iii) and any reliance on or uses to which the probability distributions are put.

The projections or other information generated by ACG regarding the likelihood of various investment outcomes are hypothetical in nature, do not reflect actual investment results and are not guarantees of
future results. Judgments and approximations are a necessary and integral part of constructing projected returns. Any estimate of what could have been an investment strategy’s performance is likely to differ
from what the strategy would actually have yielded had it been in existence during the relevant period. The source and use of data and the arithmetic operations used for calculating projected returns may be
incorrect, inappropriate, flawed or otherwise deficient.

Past performance is not indicative of future results. Given the inherent volatility of the securities markets, you should not assume that your investments will experience returns comparable to those shown in the
analysis contained in this report. For example, market and economic conditions may change in the future producing materially different results than those shown included in the analysis contained in this report.
Any comparison to an index is for comparative purposes only. An investment cannot be made directly into an index. Indices are unmanaged and do not reflect the deduction of advisory fees.

This report is distributed with the understanding that it is not rendering accounting, legal or tax advice. Please consult your legal or tax advisor concerning such matters. No assurance can be given that the
investment objectives described herein will be achieved and investment results may vary substantially on a quarterly, annual or other periodic basis. There is no representation or warranty as to the current
accuracy of, nor liability for, decisions based on such information.

© 2020 Asset Consulting Group. All Rights Reserved. Asset Consulting Group is the sole owner of all rights, title, and interest to the materials, methodologies, techniques, and processes set forth herein, including
any and all intellectual property rights. No part of this document may be reproduced, stored, or transmitted by any means without the express written consent of Asset Consulting Group.

Disclosures and Legal Notice
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